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KEY ECONOMIC 
All values in million US$ 
unless otherwise stated 

ITEM 

Years are calendar years (CY) 
INCOME, PRODUCTION, EMPLOYMENT 
GDP at current prices 
GDP at constant (FY67) prices 
Per capita GDP, current prices 
Plant & Equipment Investment 


Labor Productivity Index (CY67=1000) 


Personal Income 


Ingot Steel Production('000 tonnes) 


Electricity Production (Mil.Kwh) 
Employment (Civ.) ('000) (Dec. 31) 
Unemployment Rate (%) (Dec. 31) 


MONEY AND PRICES 

Money Supply (Dec. 31) 

Interest Rates (Dec. 31) 
Savings Banks Deposit Rate 
Com'l. Banks Overdraft Rate 

Consumer Price Index 


(%) 
(%) 


BALANCE OF PAYMENTS AND TRADE 
Gold & For.Exch. Reserves 
Balance of Payments +/-** 
Balance of Trade +/- 
Exports, FOB 
U.S. Share 
Imports, FOB 
U.S. Share 


(%) 


(%) 


MAIN U.S. EXPORTS: 
($348.1); 
Articles ($117.7); 
MAIN U.S. IMPORTS: 
and Compounds ($160.6); 


Ores and Scrap ($82.0); 


FOOTNOTES : (1) Col.A: 
and Trade figs; (2) Col.B; 
Equipment and Trade figs; (3) 


figs. 


(Dec. 31) 


Non-electric Machinery 
Electric Machinery and Appliances 
Chemical Elements and Compounds 
Meat and Meat Preparations 
Sugar and Sugar Preparations 
Fish and Fish Preparations 


Weighted Avg. 
Weighted Avg. A$0.702 used for GDP, 
Col.C: 
Plant & Equipment and Trade figs; 
Because of the effect of changes in exchange rates, 


~-2- 


INDICATORS - 

Exchange Rate: Various, see column 
headings and Footnotes (1) (2) (3) & 
B (CY73) C (CY74) Ds % 
US$1.00= US$1.00= Change 
ASO.671* ASO.752 B to C 

1.6 
17.3 
14.9 
1,147 Negl. 

28.6 
15.1 


7,683 7,755 Died 
67,072 72,956 8.8 
4,795 4,789 Negl. 
2.07 5.24 - 


6,132 
62,470 

4,580 

2.37 


36, 838 35, 862 
3.75/6.00 
9.50 

144.6 


3.75/6.50 - 
11.50 - 
168.1 16.3 


7.79 
127.7 


6, LoL 5,769 4,278 -16.9 
22 -585 - 
eo 7 3e -77 


($604.3); Transport Equipment 
($134.5); Misc. Manufactured 
($119.8). 

($364.8); Chemical elements 
($154.8); Metalliferous 
($54.3). 


ASO.838 used for GDP, 


4,621 
2i.3 


Plant & Equipment 
Plant and 
Weighted Avg. A$0.693 used for GDP, 
(4) Col.D: % change calculated on A$ 
these figures do 


not correspond to the percentage change which would result if computed from 


the U.S. dollar figure. 
* December 31 


** Net monetary movements 


Sources: 


Official publications of the Australian Government and 


U.S. Department of Commerce. 





SUMMARY 


Since July 1974, Australian priorities have shifted from 
fighting inflation to fighting recession. Industrial pro- 
duction is still drifting down and unemployment is continuing 
to rise at 5%. 


The Government's response has included more spending, tax 
reduction, liberalization of restrictions on domestic credit 
and inflow of foreign funds, dollar devaluation and a series 
of import restrictions. 


Tentative results of these measures are now surfacing -- a 

slower rise in unemployment, a modest revival of consumer demand 
and a flattening out of the downtrend in residential construction. 
These encouraging but inconclusive indicators may be the first 
Signs of longer-term recovery. 


Meanwhile, the dramatic increase in money supply and the ongoing 
impact of 1974 devaluation and accumulating direct import restric- 
tions plus a growing export surplus are raising concerns that such 
a recovery might be overtaken by worsening of Australia's serious 
and continuing wage-price inflation. 


Foreign exporters will find a smaller Australian market in 1975 


while modest liberalization of the guidelines for foreign invest- 
ment, plus elimination of the stringent fiscal restrictions which 
limited the inflow of foreign investment funds in 1973-1974 have 

modestly improved the legal access, if not the economic climate, 

for foreign investors. 


CURRENT ECONOMIC SITUATION 


Production - Mixed, But Still Declining 


Production in most categories is below the levels twelve months 
earlier as well as those of the previous quarter. Capacity 
utilization is estimated at 83% in the December 1974 quarter and 
business expects a further drop to about 76% by June 1975 - a 
level 15% below normal. 


Value of agricultural production will be off about 10% in Fy 1975. 
This sector has been deeply affected by the collapse in the world 
markets for meat and wool although these have been partly offset 
by strong wheat and sugar markets, both of which will set new 
export earning records. Agricultural price problems have been 
complicated by serious cost increases for labor, machinery, 
fertilizer and feed. 
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Unemployment - Twenty-Five Year High - Topping Out? 


January unemployment exceeded 300,000 - about 5% of the labor 
force up from 83,000 in June of 1974. February unemployment 
declined slightly, although seasonally adjusted unemployment 
appears still to have risen slowly. But this rise was slower 
than in previous months and a slight February increase in 
unfilled vacancies was encouraging. 


Wages - Still Rising Ahead of Prices 


During the year to November 1974 adult male minimum wage rates 
rose 33.3%, compared to 15.5% in the previous twelve months 
while adult female rates rose 41.6%. The consensus is that the 
rate of increase has slowed since November. But major wage 
increases are still being sought and obtained in many fields 
and there is little evidence to date of major reduction in the 
rate of increase. 


Foreign Trade and Balance of Payments - Back in Trade Surplus 


After monthly deficits in March-October 1974 the trade account 
returned to surplus in November. Exports set a new monthly 
record in February 75 ($1065 million) while imports peaked in 
September 1974 ($1039 million) and began to ease under the com- 
bined impact of the September devaluation, reduced demand and 
heightened import restrictions. By February 1975 they had sub- 
sided to $838 million. Exports are expected to continue their 
present strength for the balance of 1975. The full effect of 
the 1974 devaluation as well as of growing import restrictions 
should yield moderately lower imports in future months. Pre- 
liminary data suggest overall payments reached approximate 
balance in February after an estimated $103 million January 


deficit. Reserves have remained well above $4 billion since 
the devaluation. 


Prices and Inflation - Still Rising 


Australia's sharp inflation was measured by 1974's 16.3% increase 
in the Consumer Price Index (versus 13.2% in 1973). The increase 
for the December 1974 quarter was 3.8%. This was below the 
previous quarter but the highest December quarter increase since 
1951. Since then the food price index rose over 1% in January 
and .6% in February. 


Other Indicators 


A dramatic feature of the recent policy turnaround has been the 
growth of liquidity. The volume of money (M3) rose at an annual 
rate of 22% in the January quarter after a 6% increase at annual 
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rates in the previous three months. Easy liquidity con- 
ditions led early in March to slight reductions in borrowing 
and lending rates, although many banks retain previous interest 
levels. Given the continuing weakness of investment in the 
manufacturing and commercial sectors, the tentative indication 
of reviving consumer demand in January and February was espe- 
cially welcomed. Seasonally adjusted retail sales increased 
about 4.5% in January after a virtually flat trend in the 
December quarter while housing loans rose strongly over 1974 
levels. 


OUTLOOK 
Wages, Inflation and Prices 


The trend of wages is a major variable in the 1975 outlook. 

The strategy of the September 1974 Budget was to offer tax 
reductions and increased social expenditures to induce organized 
labor to accept wage indexation and forego 1975 wage increases 
exceeding the price trend. Labor's final decision is not in 

but there is little evidence that it will generally accept this 
formula. Incorporation of an indexation feature in major wage 
rate awards is now under study by the Conciliation and Arbitra- 
tion Commission. Regardless of its decision, the question of 
whether the major unions will limit 1975 demands to an indexation 
level remains open. Indications to date make it appear doubtful 
unions will content themselves with increases limited to the price 
trend. Many observers accordingly believe 1975 wage increases 
will lift the present rate of inflation, even though high unemploy- 
ment may hold the rate of wage increases somewhat below 1974. 


Foreign Trade Policy 


Following pro-import policies followed in 1973 and early 1974 
for anti-inflationary reasons, Australian import policy was 
reversed in late 1974 and early 1975. The 12% devaluation in 
September 1974 was importantly motivated by desire to dampen the 
rapid increase in imports and was widely viewed as an alternative 
to import restrictions. But sharp labor and business pressures 
soon emerged for additional protection on many products. These 
pressures prevailed and restrictions were introduced on a tem- 
porary basis for a variety of textile and apparel items. These 
were followed by new tariff or quota protection on items such as 
automobiles, rubber vehicle tires, white goods, steel and ball 
bearings. Decisions are still pending on numerous additional 
products including a variety of consumers goods, time switches, 
plywood, and fine paper. 





Most restrictions adopted during the past few months have been 
imposed on a temporary basis pending recommendations by the 
Industries Assistance Commission on long-term protection require- 
ments. The question for the future is the effect of these measures 
on the long-term objective, which the Government continues to 
affirm, of reducing excessive tariff protection in order to 
restructure Australian industry for improved productivity and 
international competitiveness. 


Investment 


On March 12, the Prime Minister announced that foreign companies 
engaged in local oil exploration "need not necessarily" seek Aus- 
tralian participation at the initial exploratory stage but will 
be expected to offer private and public Australian interests 
“every reasonable opportunity" to participate in such projects at 
the exploitation and development stages. Development of oil 
discoveries, as of minerals generally, will still be subject to 
GOA approval under guidelines which affirm the Government's long- 
term objective of maximum Australian ownership and control of 
local industries and resources, but recognize this must be com- 
patible with Australia's long-term capital requirements and need 
for access to overseas markets and advanced technology. 


The March 12 statement presumably reflects a Government desire to 
revive petroleum and minerals exploration by softening previous, 
more restrictive policies on ownership and control. Some industry 
spokesmen, however, have suggested that increased exploration will 
require more positive Government encouragement. 


Population 


Publication in March of the first report of the National Population 
Inquiry has spotlighted the question of Australia's long run popu- 
lation prospects. Its projections suggest that Australia's popu- 
lation by 2000 A.D. may fall in the 16-19 million range rather than 
the 20-25 million range hitherto widely postulated. Even this 

lower prospect assumes a significantly increased immigration program. 


The report's implications are highly controversial, involving as 
they do a reduction in the expected size of the labor force and 
the Australian market, and the prospect of labor shortages. They 
also call into question various public programs based upon earlier 
long-term growth assumptions. Nevertheless, with its highly 
reputable sponsorship the report's conclusions have attracted wide 
attention and pose important considerations for both business and 
public policy. 


Policy 


Like other major countries, Australia faces the modern problem 
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of balancing economic stimulation against reduction of inflation. 
Policy measures since mid-1974 have heavily emphasized stimulation. 
The policy mix in coming months will be influenced by what light is 
shed by the forthcoming CPI results for the March quarter on the 
effect of this stimulation on the inflation rate, and by the March 
employment returns on whether the apparent slowing of unemployment 
is to continue. 


IMPLICATIONS FOR THE UNITED STATES 


U.S. Exports - Holding Action 


The United States market share in Australia, which exceeded 25% 

in the late 1960s, has since then hovered around 20% with a very 
slight tendency to move inversely with the level of Australian 
global imports. The figure for 1974, based upon eleven months 

data, appears likely to be about 21%. There is reason to hope 

that the 1975 share will equal or perhaps slightly exceed this level. 


Given the moderate shrinkage of Australian imports, especially in 
the consumers goods area, and sluggish capital investment, the 
volume of U.S. exports in 1975 almost certainly will ease from 
1974's record level. The relative improvement in the U.S. com- 
petitive position from the exchange rate modifications of recent 
years has, of course, been maintained. Moreover, in 1974 the 
Australian dollar's direct link to the U.S. dollar was replaced 
by a link to the average of a basket of major trading currencies. 
Consequently, the recent weakness of the U.S. dollar has for now 
further improved the U.S. competitive position vis-a-vis Japan 
and Western Europe. On the other hand, some of the increase in 
U.S. exports to Australia in 1973-74 was in consumer goods areas 
which are now the target of new Australian import restrictions. 
The shift in Australian trade policy, temporarily or otherwise, 
may disproportionately affect this sector, although some of these 
losses may be offset by increased exports of components to com- 
peting Australian manufacturers. Other major sectors of U.S. 
exports, notably capital goods and transportation equipment, will 
also be affected to the extent that Australian imports generally 
contract under the impact of devaluation and domestic recession. 
Any further growth in these areas will await the resumption of 
real economic growth in Australia and may therefore be postponed 
until after 1975. 


Meanwhile, many established American exporters have created 
markets for new lines during the past two years and many new 
exporters have newly established themselves in Australia. Both 
groups have much to gain from vigorous defense of these gains 





during the prospective market shrinkage. For the long run 
Australia promises an expanding market with big opportunities 

for competitive American producers of capital goods and sophisti- 
cated consumers goods. These attractive long-run prospects 
justify big efforts by American exporters to prevent these gains 
from erosion during the current adverse period. In particular, 
this is the time for American producers to ensure that they have 
strong representation and aggressive marketing throughout 
Australia. 


U.S. Investments - Obstacles Fewer, Attractions Modest 


The variable deposit rate which practically excluded new foreign 
investment in 1973 and most of 1974 has now been reduced to zero. 
On the other hand, while the guidelines for the screening of 
incoming investment are gradually being clarified, both directly 
and by case experience, important areas of uncertainty still impel 
would-be investors to proceed slowly. In the mining sector, 
booming world demand and the expectation it will continue are 
sustaining investment interest. Gradual clarification of the 
Australian guidelines combined with the availability of investment 
funds should encourage increases in the investment flow, within 
the narrower limits available under the post-1972 guidelines. In 
the industrial and commercial sectors, however, the resumption of 
major investment activity, even within the existing guidelines, 


will presumably await evidence that Australia is pulling out of 
recession. 


Commercial Services - Promotional Opportunities 


U.S. Commercial Officers in Australia offer U.S. businessmen a 
wide variety of commercial services and assistance. Because of 
special opportunity for increased sales in selected product lines, 
Commercial Officers in Brisbane, Canberra, Melbourne, Perth and 
Sydney are giving particular emphasis in 1975 to the markets for 
biomedical equipment, farm machinery, printing and graphic arts 
equipment, and industrial and scientific instruments. 


In addition, the U.S. Trade Center in Sydney, through its exhibits 
and technical seminars, can assist American firms' marketing efforts 
throughout Australia. In coming months the Trade Center will be 
mounting special promotions of toys and games, sporting equipment, 
laboratory and medical equipment, printing and graphic arts equip- 
ment, and metalworking and finishing equipment. Opportunities are 
still open to enter these exhibits. U.S. businessmen interested 

in information on these possibilities should contact the Australia 
Division, Office of International Marketing, U.S. Department of 
Commerce, Washington, D.C. 20230. 


776-491° 








